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Mr. Richard W. Kelly 
Director 
Division of General Services 
1201 Main Street, Suite 420 
Columbia, South Carolina 2920i 
Dear Rick: 
Attached is the final Department of Social Services procurement 
audit report and recommendations made by the Office of Audit and 
Certification. I concur and recommend the Budget and Control 
Board grant the Department of Social Services three ( 3) years 
certification as outlined in the audit report. 
c#;-~LJ 
James J. Fo~~ 
Assistant Division Director 
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Dear Jim: 
JAMES M . WADDELL. JR. 
CHAIRMAN. SENATE Fli"ANCE COMMITTEE 
WILLIAM D BOAS 
CHAIRMAS, WAYS ASD MEASS COMMITTEE 
JESSE A. COLES. JR .. Ph.D. 
EXECL'TIVE DIRECTOR 
We have examined the procurement policies and procedures of 
I the South Carolina Department of Social Services for the period 
October 1, 1987 through December 31, 1990. As part of our 
I examination, we studied and evaluated the system of internal 
I control over procurement transactions to the extent we considered 
necessary. 
I The evaluation was to establish a basis for reliance upon 
the system of internal control to assure adherence to the 
I Consolidated Procurement Code and State and Department 
I procurement policy. Additionally, used in the evaluation was determining the nature, timing and extent of other auditing 
I procedures necessary for developing an opinion on the adequacy, 
efficiency and effectiveness of the procurement system . 
I 
I 
I 
The administration of the Department of Social Services is 
responsible for establishing and maintaining a system of internal 
control over procurement transactions. 
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responsibility, estimates and judgements by management are 
required to assess the expected benefits and related costs of 
control procedures. The objectives of a system are to provide 
management with reasonable, but not absolute, assurance of the 
integrity of the procurement process, that affected assets are 
safeguarded against loss from unauthorized use or disposition and 
that transactions are executed in accordance with management's 
authorization and are recorded properly. 
Because of inherent limitations in any system of internal 
control, errors or irregularities may occur and not be detected. 
Also, projection of any evaluation of the system to future 
periods is subject to the risk that procedures may become 
inadequate beca~se of changes in conditions or that the degree of 
compliance with the procedures may deteriorate. 
Our study and evaluation of the system of internal control 
over procurement transactions, as well as our overall examination 
of procurement policies and procedures, were conducted with 
professional care. However, because of the nature of audit 
testing, they would not necessarily disclose all weaknesses in 
the system. 
The examination did, however, disclose conditions enumerated 
in this report which we believe need correction or improvement. 
Corrective action based on the recommendations described in 
these findings will in all material respects place the 
Department of Social Services in compliance with the South 
Carolina Consolidated Procurement Code regulations. 
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INTRODUCTION 
We conducted an examination of the internal procurement 
operating procedures and policies of the Department of Social 
Services. Our on-site review was conducted January 9 through 
February 4, 1991 and was made under the South Carolina 
Consolidated Procurement Code and Section 19-445.2020 of the 
accompanying regulations. 
The examination was directed principally to determine I whether, in all material respects, the procurement system's 
I internal controls were adequate and the procurement procedures, 
as outlined in the Internal Procurement Operating Procedures 
Manual, were in compliance with the South Carolina Consolidated 
Procurement Code and its ensuing regulations. 
I 
I Additionally our work was directed toward assisting the 
I Department of Social Services in promoting the underlying 
purposes and policies of the Code as outlined in Section 11-35-
I 20, which include: 
I 
I 
I 
I 
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I 
(1) to ensure the fair and equitable treatment of all 
persons who dec.l with the procurement system of 
this State 
(2) to provide increased economy in state procurement 
activities and to maximize to the fullest extent 
practicable the purchasing values of funds of the 
State 
(3) to provide safeguards for the maintenance of a 
procurement system of quality and integrity with 
clearly defined rules for ethical behavior on the 
part of all persons engaged in the public 
procurement process 
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BACKGROUND 
Section 11-35-1210 of the South Carolina Consolidated 
Procurement Code states: 
The (Budget and Control) Board may assign dif-
ferential dollar limits below which individual 
governmental bodies may make direct procurements 
not under term contracts. The Division of General 
Services shall review the respective governmental 
body's internal procurement operation, shall 
verify in writing that it is consistent with the 
provisions of this code and the ensuing regula-
tions, and recommend to the Board those dollar 
limits for the respective governmental body's 
procurement not under term contract. 
On May 31, 1988, the Budget and Control Board granted the 
Department the following procurement certification: 
Category 
Service Provider Contracts Funded 
from Social Services Block Grant 
and Child Welfare Service Provider 
Contracts Funded From Federal Title 
IV-Service Provider Being a Provider 
of Services Directly to a Client 
Requested Limit 
$750,000 per contract, 
per year, with 
option to ex-
tend one addi-
tional year 
The Department's current procurement certification expires 
May 31, 1991. · This audit was performed primarily to determine if 
recertification is warranted. Additionally, the Department 
requested the following increased certification limit: 
Category 
Service Provider Contracts Funded 
from Social Services Block Grant 
and Child Welfare Service Provider 
Contracts Funded From Federal Title 
IV-Service Provider Being a Provider 
of Services Directly to a Client 
4 
Requested Limit 
$2,000,000 per contract, 
per year, with 
option to ex-
tend four add-
itional years 
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SCOPE 
We conducted our examination in accordance with Generally 
Accepted Auditing Standards as they apply to compliance audits. 
It encompassed a detailed analysis of the internal procurement 
operating procedures of the Department of Social Services and the 
related policies and procedures manual to the extent we deemed 
necessary to formulate an opinion on the adequacy of the system to 
properly handle procurement transactions. 
We statistically selected random samples of procurement 
transactions for compliance testing, for the period October 1, 
1987 - December 31, 1990, and performed other audit procedures 
that we considered necessary to formulate this opinion. 
Specifically, the scope of our audit included, but was not limited 
to, review of the following: 
(1) One hundred nineteen randomly selected procurement 
transactions 
(2) Six judgementally selected procurement transactions 
(3) Two requests for proposals for specialized residential 
treatment contracts 
(4) Block sample of eight hundred and forty-three sequentially 
numbered purchase orders 
(5) All sole source procurements (10/1/87 - 12/31/90) 
(6) All emergency procurements (10/1/87 - 12/31/90) 
(7) All trade~in sales (10/1/87 - 12/31/90) 
(8) Minority Business Enterprise Plan and quarterly progress 
reports 
(9) Twenty-three real property lease agreements 
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(10) Procurement staff and training 
(11) Adequate audit trails 
(12) Evidence of competition and informal bidding procedures 
(13) Warehousing, inventory and disposition of surplus 
property procedures 
(14) Property management procedures 
(15) Economy and efficiency of the procurement process 
SCOPE DID NOT INCLUDE 
As part of a statewide investigation into state agency 
procurements of computers, the Federal Bureau of Investigation and 
the State Law Enforcement Division are reviewing the Department of 
Social Services' procurement of a mainframe computer. All files 
from the State Materials Management Office and the Department on 
this matter have been subpoenaed. Since these authorities are 
investigating this procurement, we did not audit it. The 
Department did not request certification for information 
technology. 
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SUMMARY OF AUDIT FINDINGS 
Our audit of procurement management at the Department of 
Social Services, hereinafter referred to as the Department, 
produced findings and recommendations in the following areas: 
I. SOLE SOURCE AND EMERGENCY PROCUREMENTS 
A. UNAUTHORIZED SOLE SOURCE PROCUREMENTS 
We noted four sole source procurements that 
were unauthorized. 
B. INAPPROPRIATE SOLE SOURCE PROCUREMENT 
We noted one sole source procurement that 
was inapp~opriate. 
C. INAPPROPRIATE EMERGENCY PROCUREMENT 
We noted one emergency procurement that was 
inappropriate. 
D. SERVICE PROVIDER CONTRACTS 
We noted three service provider contracts 
that were not executed in a timely manner. 
E. AMENDED REPORTS 
We noted that the Department files excessive 
amendments to its quarterly reports of sole 
source and emergency procurements. 
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II. COMPLIANCE -GENERAL 
We noted one procurement that was arti-
ficially divided and one procurement 
without competition or a sole source 
or emergency determination. 
III. COMPLIANCE - SURPLUS PROPERTY 
The Department has not reported 
surplus property in a tiffiely manner. 
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RESULTS OF EXAMINATION 
I. SOLE SOURCE AND EMERGENCY PROCUREMENTS 
We examined the quarterly reports of sole source and 
emergency procurements and all available documents for October 1, 
1987 through December 31, 1990. This review was performed to 
determine the appropriateness of the procurement actions taken and 
the accuracy of the reports submitted to the Division of General 
Services. 
As a result of this review, we noted the following 
exceptions: 
A. UNAUTHORIZED SOLE SOURCE PROCUREMENTS 
The following four sole source procurements were 
unauthorized: 
Item POLReguisition# Amount Descri:Qtion 
1 7526 $9,247.23 Electronic mail service 
2 7527 8,164.07 Electronic mail service 
3 7528 2,064.14 Electronic mail service 
4 42504132 2,210.00 Specialized foster care 
contract 
The sole source determinations were prepared after the 
services had been provided for items 1-3 and after the effective 
date of the contract for item 4. I Regulation 19-445.2105(8) states in part "The determination 
I as to whether a procurement shall be made as a sole source shall 
I 
I 
I 
I 
be made by either the chief procurement officer, the head of a 
governmental body, or designee of either officer above the level 
of the procurement officer ... " 
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Since the total amount of items 1-3 was $19,475.44, the 
Department must submit the entire procurement to the State 
Materials Management Officer for ratification. Item 4 must be 
submitted to the Commissioner for ratification. These requests 
should be made in accordance with Regulation 19-445.2015. 
We recommend that sole source determinations be approved by 
the appropriate authorities before the procurements are made. 
B. INAPPROPRIATE SOLE SOURCE PROCUREMENT 
The Department sole sourced a performance assessment and 
staffing standards analysis on contract #91-0010-0-0341. The 
contract contained an extension provision for two additional one 
year terms, making the total potential of the contract $145,839 
($48,613 per year). The justification was based on cost. 
Regulation 19-445.2105(B) is specific as to the criteria 
for sole source procurements and cost is not included therein. 
A similar procurement from this vendor was cited in our 
previous report as being inappropriate as a sole source. 
We recommend that the Department adhere to the criteria for 
sole source procurements as outlined in the regulation referenced 
above. 
C. INAPPROPRIATE EMERGENCY PROCUREMENT 
The Department contracted for consultant services for 
identifying "conflicts or ambiguities" between federal and state 
statutes and regulations as an emergency procurement. 
The justification given by the Department did not support 
this procurement as an emergency. Apparently, the decision to 
obtain this contract was the result of poor planning. 
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We recommend that the Department adhere to the criteria 
specified in Regulation 19-445.2110 when determining if an 
emergency procurement is justified. 
D. SERVICE PROVIDER CONTRACTS 
The following three sole source service provider contracts 
were signed a considerable time after the effective starting date 
of the service to be rendered: 
Item 
1 
2 
3 
Contract# 
88-0094-1-0237 
87-0558-2-0219 
88-0125-1-0232 
Effective Date 
~/15/88 
1/01/88 
6/15/88 
Date Signed 
10/19/88 
4/19/88 
3/02/89 
We recognize that these contracts were appropriate and that 
the primary concern was the prompt placement of clients. The 
Department must, however, be aware that potential problems may 
arise from these situations. 
We recommend that the Department execute contracts in a 
timely manner. 
E. AMENDED REPORTS 
The Department continues to file routine amendments to 
quarterly reports from three to nine months after the procurements 
are made. This was also pointed out in our previous audit report. 
We recommend that the Department be careful to report these 
procurements on a more timely basis. 
II. COMPLIANCE - GENERAL 
The Horry County Department of Social Services submitted 
two purchase requisitions for maintenance on two identical 
machines and with service periods running consecutively. However, 
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since each requisition was under $500.00, no competition was 
sought. 
Section i1-35-1550 states that "purchases shall not be 
artificially divided by governmental bodies so as to constitute a 
small purchase .•• " 
The purchasing section did not seek compe~ition for the 
total purchase which is in violation of the above Code reference. 
We recommend that the Department seek competition on 
similar maintenance contracts. 
Secondly, we noted the rental of a postage meter for 
$630.00 which was neither bid nor sole sourced. Rental contracts 
for this type of equipment are subject to the Code. In the 
future, we recommend these types of contracts be made in 
compliance with the Code and Regulations. 
III. COMPLIANCE - SURPLUS PROPERTY 
The Department of Social Services has not reported their 
surplus property in a timely manner. There has not been a 
screening of DSS surplus property by State Surplus Property in the 
last year. When observing the surplus property warehouse, we 
could not determine the following: 
{1) Which were surplus property and which needed to be disposed 
of by sale 
(2) Which should be classified as junk 
(3) Which were being held for repair and/or future use 
(4) Which were being held for spare parts 
One equipment area particularly heavy in surplus in the 
warehouse was information technology property. We noted the 
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to be addressed immediately. Some of these particular items 
number over a hundred each. 
(a) keyboards 
(b) monitors 
(c) logic modules 
(d) modems 
(e) copiers 
(f) postage meters 
(g) printers 
(h) typewriters 
(i) calculator 
(j) memory typewriters 
Regulation 19-445.2150(A) states in part: "All 
governmental bodies must identify surplus items, declare them as 
such, and report them to the Materials Management Officer, or his 
designee within 90 days from the date they become surplus." 
By not moving these items through the Surplus Property 
Office, funds that could have been returned to DSS for future 
procurements or to the State General Fund have not been produced. 
We reco~nend that the Department contact the Surplus 
Property Office for technical assistance to establish and 
I implement the necessary inventory procedures to identify the 
status of surplus property, especially the information technology 
I items, and move these items in a timely manner. 
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CERTIFICATION RECOMMENDATION 
As noted herein, there are several exception areas that have 
been problems in the past. For the most part however, the 
Department has already taken or is taking the appropriate steps 
to eliminate these problems. The corrective action already 
underway coupled with the corrective action recommended in the 
body of this report, we believe will in all material respects 
place the Department of Social Services in compliance with the 
South Carolina Consolidated Procurement Code and ensuing 
regulations. This corrective action should be completed by April 
30, 1991. 
We will perform a follow-up review in accordance with 
Section 11-35-1230(1) of the Procurement Code to determine if 
proposed corrective action has been taken by the Department. 
Based on the follow-up review, and subject to this corrective 
action, we will recommend that the Department of Social Services 
be recertified to make direct agency procurements for a period of 
three (3) years as follows: 
Procurement Area 
Service Provider Contracts Funded 
From Social Services Block Grant 
and Child Welfare Service Provider 
Contracts Funded From Federal Title 
IV-Service Provider Being a Provider 
of Services Directly to a Client 
14 
Requested Limit 
$2,000,000 per contract, 
per year, with 
options to ex-
tend four addi-
tional years 
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COMMISSIONER 
Mr. R. Voight Shealy, Manager 
Audit and Certification 
Division of General Services 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 
Dear Mr. Shealy: 
April 29, 1991 
Your amended draft procurement audit report of the Department 
of Social Services for the period October 1, 1987 - December 31, 
1990 has been received. After careful review, we concur with the 
remaining findings and corrective action either has been or will 
be taken immediately. 
In my letter to you of April 18, certification of $2,000,000 
per contract per year with an option to extend four additional 
years was requested. We hope this met with your approval and 
will be incorporated in our final report. 
With your help we will continue to ensure compliance with the 
South Carolina Consolidated Procurement Code. Many thanks for 
the time and assistance given by you and your staff to my 
Procurement staff as well as others in the Agency. 
JLSjr:srs 
1 5 
s~=Y~~''* 
James L. Solomon, Jr. 
Commissioner 
South Carolina Board of Social Servleea 
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Mr. James J. Forth, Jr. 
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Dear Jim: 
JAMES M. WADDELL. JR . 
CHAIRMA~ . SENATE FINANCE COM~11TIEE 
WILLIAM D BOAN 
CHAIRMM>. WAYS AND MEANS COMMITIEE 
JESSE A. COLES. JR .. Ph .D. 
EXECL:TIVE DIRECTOR 
We have reviewed the response to our audit report of the 
Department of Social Services covering the period October 1, 1987 
through December 31, 1990. Combined with observations made 
during our site visit and subsequent correspondence, this review 
has satisfied the Office of Audit and Certification that the 
Department has corrected the problem areas found and that 
internal controls over the procurement system are adequate. 
We therefore recommend that the certification limits noted in our 
audit report, be granted for a period of three (3) years. 
~=rely,)» 
R. V~Sheal~ nager 
Audit and Certiiic~~on 
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